^SS. 
11. 5/3: 

J2/AUG- 

9 5 /MAR 


UMASS/AMHERST 


EDbb    DEbT    7M3T    2 


|»l*i '«'  '    i» 


biotai 


HH 


I  -   *  LflH 


SF 


sev 


BBt^lSG 


■ 


■■fl 


EHB9HB 


WttB 

33 

■I  §2 

Hi     EnJw 

H 


WMh- '  Eta 

^^H 1 1 


&2fl 


■ 


:-V. 


mE 


H 


:.-';tv 


l 


■ 


w 


sfSSH 
_fl  EHfl  HCbs 

■■  Era 


■H 


BmiSt 


■    i 


■ 


■BPrfflBn 
RunE 


■H 


1 


59P 


■  '  I 

■  ■ 

■  I 


'  I 


/ 


AGENDA 


FRAU 


■■Jtiiimz. 


•1 


COLLECT 


March  1,  1995;l,:-      OTV  COpV 


To  The  Citizens  of  Massachusetts, 


To  the  victims  of  fraudulent  crimes,  stealing  with  a  ball  point  pen  can  be  as  costly  as  stealing  at  gun- 
point. Whether  it  be  the  fraud  in  health  care,  banking,  workers'  compensation  and  auto  insurance,  or  the 
fraudulent  practices  of  prize  scams  and  concert  ticket  price  gouging,  fraudulent  acts  cost  all  of  us  millions  of 
dollars  each  year.   For  example,  businesses  lose  money  due  to  employee  and  consumer  scams,  and  individuals 
often  lose  their  homes  or  life  savings  victimized  by  con  artists. 

In  response  to  these  alarming  facts,  my  office  has  dedicated  more  time  and  effort  to  stemming  the  flow 
of  this  costly  crime  than  any  Massachusetts  Attorney  General's  office  in  the  past.  Our  efforts  include  involve- 
ment in  a  "public-private  partnership"  with  the  Insurance  Fraud  Bureau. 
Funded  by  the  insurance  industry,  the  non-profit  Fraud  Bureau  and  my 
office  are  pooling  resources  and  have  joined  forces  with  the  business 
community,  insurance  companies,  and  individuals  to  successfully  detect 
and  halt  fraudulent  activities.  Recently,  our  joint  efforts  produced 
indictments  in  a  groundbreaking  workers'  compensation  case  detailed 
inside. 

In  addition,  I  am  pleased  to  announce  the  formation  of  a  new 
Business  and  Labor  Protection  Bureau  within  my  office.  The  new 
Bureau  will  bring  together  the  Medicaid  Fraud  Control  Unit  and  Fair 
Labor  and  Business  Practices  Division.  The  Bureau  will  share  dual 
criminal  and  civil  enforcement  opportunities,  and  will  interact  with  public 
and  private  sector  insurers,  providers,  employers  and  labor  organizations 
to  detect,  investigate,  prosecute  and  deter  fraud. 

This  issue  of  AGenda:  Fraud  highlights  some  of  our  recent  case 
accomplishments,  discloses  the  suprising  results  of  a  recent  sting  opera- 
tion, details  the  expansion  of  our  local  consumer  and  mediation  pro- 
grams, and  provides  helpful  tips  to  consumers  regarding  charitable 
giving,  seasonal  travel,  and  prize  scams.  As  always,  I  hope  you  will  find 
the  AGenda  helpful  and  informative. 
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PRIZE  SCAM 
ALERT 

All  too  often  the  public  receives 
direct  mail  or  telemarketing  calls 
which  identify  the  recipients  as 
"winners"  when  in  fact,  they  are 
not.  The  proliferation  of  prize 
scams  angers  those  who  receive 
unwelcome  solicitations  and 
victimizes  those  who  tend  to 
respond  to  them. 

The  Attorney  General's  office  is 
working  to  put  an  end  to  prize 
scams  and  the  victimization  that 
results.  A  coordinated  campaign 
combining  legislative  initiatives, 
prosecutorial  actions,  and 
consumer  education  efforts  is  in 
the  works.  Highlights  of  our 
efforts  so  far  include: 

Recent  Cases: 

DTRECT  AMERICAN  MAR- 
KETERS. INC.:  This  California 
company  sent  consumers  notices 
that  they  had  won  prizes,  but 
when  they  called  the  900  number 
provided  in  the  notice,  they 
found  this  was  not  true.  We 
entered  into  an  "Assurance  of 
Discontinuance"  with  the  com- 
pany which  prohibits  it  from 
engaging  in  future  deceptive 
marketing  practices  in  the  state 
and  requires  it  to  pay  restitution 
to  injured  consumers. 

STARLIGHT  PRODUC- 
TIONS: This  Mississippi 
company  was  operating  a  decep- 
tive and  otherwise  illegal  lottery 


through  the  mail  and  over  the 
phone.  After  obtaining  restitu- 
tion for  the  one  Massachusetts 
victim  of  which  we  were  aware, 
the  company  immediately  disap- 
peared. 

Additional  cases  are  pending, 
and  will  be  highlighted  here  over 
the  coming  months. 

Consumer  Complaint  Section: 

When  we  receive  numerous 
complaints  against  a  company, 
mediators  contact  the  company 
on  the  consumers'  behalf.  In 
many  instances,  we  have  ob- 
tained refunds  for  the 
consumers.  Our  local  consumer 
and  mediation  programs  across 
the  state  aid  us  in  this  goal. 

Joint  efforts  with  other 

states  and  the  Federal  Trade 

Commission: 


♦> 


We  monitor  the  trade 


regulations  press  and  the  Federal 
Trade  Commission  /  National 
Association  of  Attorney  Gener- 
als' (NAAG)  telemarketing 
complaint  database  for  informa- 
tion about  "prize  scam" 
companies  that  may  be  harming 
our  citizens  and  are  active  in 
efforts  to  investigate  and  pros- 
ecute multistate  cases. 


♦ 


We  are  involved  (as  a 
member  of  the  NAAG)  in  draft- 
ing comments  regarding  newly 
proposed  rules  by  the  FTC  to 
deal  with  unfair  telemarketing 
practices.  When  the  rules  are 
finalized,  our  office  will  be 
authorized  to  enforce  those 


rules,  which  should  strengthen 
considerably  our  own  enforce- 
ment efforts. 

Consumer  Education: 

A  consumer's  knowledge  and 
skepticism  remain  the  strongest 
safeguards  against  prize  scam 
solicitations. 

Our  office  has  addressed  groups 
and  issued  media  alerts,  (particu- 
larly to  seniors)  advising 
recipients  to  be  skeptical  of 
"prize"  solicitations,  whether 
received  through  the  mail  or  via 
the  telephone. 

Consumer  education  pamphlets 
on  prize  scams  are  also  available. 
Two  we  recommend  are: 

f        "Make  Knowledge  Your 
Partner  in  Mail  Order 
Shopping" 

f        "Misleading 

Advertisements" 

Both  are  available  by  writing  to: 

Direct  American  Marketing 

Association,  Consumer  Services, 

1101  17th  Street,  N.W.  #705, 

Washington,  D.C.  20036. 
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Stemming  Workers'  Compensation  Fraud: 

Case  Highlights 

The  Attorney  General* s  office  has  made  tremendous  advances  in  the  area  of  stemming  workers* 
compensation  fraud.  The  following  cases  highlight  some  of  our  accomplishments,  including  the 
prosecution  of  one  of  the  largest  cases  of  workers*  compensation  fraud  ever  against  an  employer  in 
Massachusetts. 


EMPLOYEE  STAFFING 
OF  AMERICA,  INC. 
Indicted  in  Ground- 
breaking Workers'  Comp 
Fraud  Case 

The  Connecticut  corporation 
Employee  Staffing  of  America, 
Inc.  (ESA)  was  indicted  in 
December  for  allegedly  failing  to 
provide  workers'  compensation 
coverage  to  its  employees  in 
Massachusetts  and  for  fraudu- 
lently procuring  workers' 
compensation  coverage. 

In  the  indictments  against  both 
the  corporation  and  its  president, 
the  defendants  allegedly  col- 
lected $65,000  in  workers' 
compensation  premiums  from 
client  companies  in  Suffolk 
County,  but  did  not  provide  the 
coverage  for  those  employees  as 
mandated  by  Massachusetts  law. 

In  addition,  the  defendants 
allegedly  obtained  more  than  $3 
million  dollars  in  workers' 
compensation  coverage  by 
under-reporting  the  number  of 
workers  on  its  payroll. 

ESA  is  an  employee  leasing  firm 


which  "leases"  employees  to 
companies  with  whom  it  con- 
tracts. The  leasing  firm  is 
responsible  for  all  personnel 
matters,  including  benefits  such 
as  workers'  compensation 
coverage. 

From  1989  through  June  1992, 
ESA  leased  employees  to  several 
small  businesses  which  paid 
workers'  compensation  premi- 
ums to  ESA.  Although 
contractually  obliged  to  carry 
workers'  compensation  coverage 
for  its  Massachusetts  workers, 
ESA  did  not  do  so  from  April  1, 
1991  through  August  22,  1991. 
Allegedly,  during  this  period, 
fraudulent  Certificates  of  Insur- 
ance were  created,  listing 
Ascona  Reinsurance  Company  as 
providing  coverage.  Ascona  is 
an  allegedly  non-existent  com- 
pany. 

Moreover,  the  indictment  alleges 
that  from  May  to  August,  1991, 
ESA  fraudulently  procured  a 
workers'  compensation  policy  by 
failing  to  accurately  disclose  the 
total  number  of  leased  employ- 
ees in  Massachusetts.  The 
policy  was  fraudulently  obtained 
through  the  Assigned  Risk  Pool 
and  serviced  by  American 
Policyholders',  Inc.  (API)  in 
Wakefield. 


The  premium  for  ESA's  policy 
was  originally  more  than 
$600,000.    After  API  discov- 
ered the  true  number  of 
employees  leased  in  this  state  by 
ESA,  the  premium  figure  was 
adjusted  to  more  than  $5  million 
dollars.  ESA  failed  to  pay  this 
premium,  causing  cancellation  of 
the  policy. 

ESA  is  charged  with  1 1  counts 
of  larceny  over  $250  and  one 
count  of  failing  to  provide 
workers'  compensation  cover- 
age. Its  president  is  charged 
with  the  same  larceny  counts,  as 
well  as  25  counts  forgery,  25 
counts  uttering  a  forged  instru- 
ment and  one  count  of  failing  to 
provide  workers'  compensation 
coverage. 

The  indictments  are  the  result  of 
a  joint  effort  by  the  Attorney 
General's  office,  the  Insurance 
Fraud  Bureau  of  Massachusetts, 
and  the  Department  of  Industrial 
Accidents. 


More  cases  highlighted 
on  the  next  page 
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Workers'  Compensation ,  Continued: 


STAT  COURIER, 
a  Classic  Case  of 

Premium  Avoidance 

In  September,  the  owner  of  Stat 
Courier  was  indicted  for  allegedly 
acquiring  workers'  comp  insurance 
for  her  employees  by  falsifying  job 
descriptions  and  under-reporting 
payroll  figures. 

The  owner  of  the  Fitchburg  delivery 
service  was  indicted  on  one  count  of 
larceny  over  $250  and  three  counts 
of  workers'  compensation  premium 
fraud. 

From  January  of  1989  to  March  of 
1993,  the  owner  consistently  under- 
reported  the  number  of  drivers 
employed  in  order  to  evade  paying 
the  true  insurance  premiums. 

It  is  the  first  time  the  premium 
fraud  criminal  provisions  of  the 
Massachusetts  Workers'  Compen- 
sation Reform  Act  of  1991  were 
utilized.   The  indictments  are  also 
among  the  first  in  the  country 
brought  against  an  employer  for 
attempting  to  defraud  an  insurance 
provider  by  under-reporting  payroll. 


Former  BHA  and 
Braintree  Employee 
sentenced  for  Workers' 
Comp  Fraud. 

Sentenced  to  six  months  in  jail,  a 
Marshfield  man  employed  by  both 
the  Boston  Housing  Authority  and 
the  town  of  Braintree  was  found 
guilty  in  January  on  two  counts  of 
insurance  fraud  and  one  count  of 


larceny  over  $250. 

Over  a  seventeen  month  period 
ending  January  of  1992,  the  defen- 
dant defrauded  CIGNA  Insurance 
Company  of  more  than  $32,000  in 
workers'  comp  benefits. 

The  man  claimed  to  be  injured  on 
the  BHA  job  in  September  of  1990, 
obtaining  total  disability  benefits 
from  CIGNA  as  a  result  of  a  fall 
while  installing  windows.  Despite 
Iris  alleged  disability,  he  worked 
full-time  for  Braintree  as  an  inde- 
pendent consultant  and  was  later 
appointed  Deputy  Assessor  while 
still  collecting  disability  benefits 
from  the  BHA. 


Former  Nursing  Home 
Worker  Receives  Four 
Months  Jail  Time  for 
Workers'  Comp  Scheme 

In  October,  a  Bedford  woman  pled 
guilty  to  charges  of  larceny  and 
making  fraudulent  insurance  claims, 
and  was  sentenced  to  four  months  in 
the  House  of  Correctioa 

While  an  employee  at  a  Winchester 
nursing  home  in  November  of  1988, 
the  woman  obtained  total  disability 
benefits  as  the  result  of  an  alleged 
on  the  job  injury.    She  then 
obtained  identical  employment  with 
a  Lexington  nursing  home,  claimed 
disability  through  an  injury  there 
and  tried  to  file  a  claim  for  workers' 
comp  in  August  of  1989. 

The  woman  worked  two  other  jobs 
and  filed  two  additional  workers 
compensation  claims  up  until 
February,  1991. 


The  top  10 

Consumer 

Myths 

A  five  part  series  revealing 
myths  and  the  correspond- 
ing/acts about  consumer 
rights. 

#  1  Mvth:  You  have  a  three- 
dav  right  to  cancel  anv 
purchase. 


Fact:  The  three-day  right  to 
cancel  exists  only  for  limited 
types  of  transactions.  For  the 
most  part,  it  applies  to  credit  or 
cash  transactions  of  $25  or 
more  initiated  through  face-to- 
face  contact  away  from  the 
seller's  regular  place  of  busi- 
ness (door-to-door  sales,  for 
example).  In  Massachusetts, 
you  also  have  a  separate  three- 
day  right  to  cancel  time-share 
purchases,  health  club  mem- 
berships, and  mortgage 
refinancings. 

#2  Mvth:  A  store  has  to  give 
vou  a  refund  if  vou  request 
one. 

Fact:  In  Massachusetts,  a 
seller  can  implement  any  type 
of  return  policy  it  chooses.  A 
seller's  refund,  return,  or 
cancellation  policy  must  be 
disclosed  to  the  buyer  clearly 
and  conspicuously  before  the 
transaction  is  completed.  A 
seller  may  not  misrepresent  its 
refund,  return  or  cancellation 
policy,  or  fail  to  honor  any 
promises  about  it. 
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Former  President  and  an  Attorney  Sentenced  to  Jail  Time 
for  Their  Roles  in  Wollaston  Credit  Union  Failure. 


Labeled  Largest  Credit 

Union  Failure  in  history  of 

Massachusetts 

The  former  President  of  the 
Wollaston  Credit  Union  and  its 
closing  attorney  were  sentenced  to 
40  and  30  months  respectively  for 
their  part  in  the  failure  of  the 
Wollaston  Credit  Unioa 

The  president  pleaded  guilty  to 
charges  that  he  used  proceeds  of 
fraudulent  loans  to  finance  several 
real  estate  developments  on  Cape 
Cod  from  1986  through  1989. 


The  closing  attorney  was  found 
guilty  on  charges  that  he  allegedly 
abused  his  fiduciary  position  within 
the  credit  union  to  finance  personal 
real  estate  enterprises  in  the  towns 
of  Fall  River,  Yarmouth  and 
Dennis. 

The  Wollaston  Credit  Union  was 
certified  unsound  in  1989  by  the 
Office  of  the  Commissioner  of 
Banks  and  Banking,  which  ordered 
its  takeover  by  the  Massachusetts 
Share  Insurance  Corporation 
(MSIQ,  the  state's  credit  union 
insurer. 


Over  the  course  of  the  next  three 
years,  MSIC  channeled  close  to  $20 
million  into  the  Wollaston  Credit 
Union,  making  it  the  largest  under- 
taking in  the  history  of  MSIC. 

In  1992,  the  credit  union's  assets 
were  purchased  by  Century  Bank 
and  Trust. 

The  two  were  among  eight  defen- 
dants indicted  in  July  1993.  A  third 
defendant  pleaded  guilty  in  October 
and  is  currently  awaiting  sentenc- 
ing. 


Charitable  Donations:  "Give  But  Give  Wisely*" 


In  time  for  the  Christmas  giving 
season,  Attorney  General  Harsh- 
barger  and  the  Better  Business 
Bureau  kicked-off  in  November 
their  charities  education  campaign. 

The  third  annual  campaign  is  a 
long-term  effort  to  inform  individu- 
als and  businesses  about  the 
donating  process  and  how  to  make 
sure  their  contributions  are  put  to 
the  best  possible  use. 

In  an  attempt  to  encourage  chari- 
table giving  while  helping  donors 
ensure  their  money  will  go  to  the 
intended  purposes,  the  campaign 
encourages  donors  to  keep  in  mind 
three  general  questions  when 
solicited  for  a  charitable  donation. 


1.  Who  are  you  giving  to? 

•  Ask  questions  that  ensure  the 
organization  to  which  you  are 
giving  is  in  fact  the  one  you 
think  it  is,  not  one  with  a 
similar  name. 

•  Ask  who  is  making  the  solicita- 

tion. Is  it  the  charity's  staff 
or  is  it  employees  of  a 
company  hired  to  fund-raise? 


2.  What  will  your  gift  be 
used  for? 

•  Request  a  description  of  the 

specific  programs  and  or 
services  for  which  the  money 
will  be  used. 

•  Ask  how  much  of  your  dona- 
tion will  go  toward  the  pro- 
gram or  service  versus  how 


much  will  be  spent  on  fund- 
raising  or  administration. 


3.  How  do  they  ask  for  your 
support? 

•  Do  not  be  pressured. 

•  If  you  want  more  information, 
ask  for  it  before  donating. 

•  Do  not  give  cash  donations  and 
do  not  use  your  credit  card 
unless  you  have  full  confi- 
dence in  the  organization. 


(Continued,  on  page  7  ) 
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Medicaid  Fraud  Control  Unit  Files 

Unprecedented  $900,000  Civil 

Fraud  Complaint  Against  Longmeadow  Dentist 


In  September,  Attorney  General 
Harshbarger's  Medicaid  Fraud 
Control  Unit  (MFCU)  filed  a 
complaint  against  the  corporation, 
Kirstein,  P.C.,  and  its  owner  for 
alleged  fraud  and  discriminatioa 

The  complaint  alleges  that  the 
practice  knowingly  and  willfully 
violated  certain  provisions  of  the 
Massachusetts  Medicaid  False 
Claims  Act  and  Massachusetts 
Medicaid  Program  Regulations  by 
overbilling  the  Department  of 
Public  Welfare  in  excess  of 
$350,000  for  unnecessary  or  non- 
reimbursable dental  services. 

The  defendant  allegedly  offered 
better  quality  dental  care  for 
private  pay  patients  and  those 
covered  by  insurance.  He  also 
provided  services  which  were  not 
necessary  or  not  reimbursable 
under  Medicaid  regulations. 
Additionally,  the  complaint  alleges 
that  the  defendant  performed 
services  with  less  than  profession- 
ally-recognized quality. 

According  to  investigators, 
between  January  1, 1990  and 
September  20, 1994,  Kirstein, 
P.C.  was  allegedly  reimbursed  by 
medicaid  more  than  $2  million 
dollars  in  dental  services.  The 
complaint  alleges  that  over 
$350,000  of  that  total  was  wrong- 
fully received. 

The  complaint  requests  treble 
damages  in  the  amount  of 
$900,000,  attorneys'  fees  and 
costs  and  an  order  that  the  owner 


and  his  corporation  cease  and  desist  from  discriminating  against  individuals 
on  the  basis  of  their  status  as  recipients  of  public  assistance.  The 
Commonwealth  has  requested  a  jury  trial  in  Hampden  Superior  Court 

Three  Years  Jail  Time  for  Welfare 
Investigator  Guilty  of  Extortion 


A  former  welfare  fraud  investigator  pled  guilty  in  January  to  charges  of 
attempted  extortion  and  larceny  and  was  sentenced  to  three  years  in  jail. 

The  defendant  was  with  the  Bureau  of  Special  Investigations  for  14  years 
until  suspended  for  his  actions  in  October  1993.  From  1991  to  1993,  he 
extorted  money  from  welfare  recipients  by  threatening  them  with  prosecution 
and  imprisonment  for  failing  to  report  income  they  earned  to  the  Department 
of  Public  Welfare. 

The  defendant  must  pay  back  $9,500  in  restitution  to  12  individuals  who 
made  cash  payments. 


AG  Reaches  Agreement  with  Cambridge 
Medical  Group  Over  Billing  Practices 


In  January,  the  A.G.  's  office  reached  an  agreement  with  Family  Practice 
Group,  P.C.  to  refund  credits  to  consumers  who  overpaid  on  their  medical 
bills. 

Family  Practice  Group  used  a  computerized  billing  system  to  handle  their 
patient  accounts  and  had  double  billed  clients  and  insurers,  resulting  in  a 
credit  balance  on  patients'  accounts.  Credits,  many  of  which  dated  back  to 
1989,  were  never  paid  to  patients  who  made  payments  unaware  of  the  double 
billing. 

Following  the  investigation,  Family  Practice  Group  began  refunding  the 
credits,  and,  as  of  mid- January  had  issued  64  refund  checks. 

The  agreement  assures  that  all  existing  credit  balances  will  be  refunded,  and 
that,  in  the  future,  all  credit  balances  will  be  paid  within  90  days.  Family 
Practice  Group  will  also  make  a  $500  contribution  to  the  Local  Consumer 
Aid  Fund 
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Continued,  from  page  5: 

Also  part  of  the  chari- 
table giving  campaign  is  the 
AXu's  fourth  annual  Re* 
port  on  Fuudraising.  The 
36-page  report  explains 
how  fund-raising  works  and 

analyzes  the  financial 

reports  of  245  fund-raising 

campaigns  by  solicitors. 


The  report  includes  the 
following: 

•  For  fund-raising  campaigns 
in  which  commercial  solici- 
tors were  used,  the  average 
percent  of  funds  received  by 
the  charities  was  29.5%  per 
campaign. 

•  Only  15.5%  of  the  campaigns 
resulted  in  the  charity 
receiving  more  than  50%  of 
the  funds  raised. 

•  Of  the  total  dollars  raised  in 
all  campaigns,  36.7%  went  to 
charity.  In  solicitaitions 

involving  a  direct  request  for 
contributions,  42.7%  of  the 
total  raised  was  received  by 
the  charitable  organizations. 
In  solicitations  involving  the 
purchase  of  an  event  ticket,  a 
product,  or  other  incentive 
"premium,"  the  organizations 
retained  only  18.4%  of  the 
gross  proceeds. 

The  report  is  available  free  of 
charge  from  the  Attorney 
General's  Boston  and  Spring- 
field offices. 

Other  publications  available 
from  this  office  on  the  subject  of 
charitable  fund-raising  include: 


AUTO  INSURANCE  FRAUD... 

According  to  a  1989  claims  study,  more  than  40%  of  all  bodily  injur) 
claims  in  MA  include  some  level  of  fraudulent  "build-up. "   The 
insurance  industry  and  the  Attorney  General's  office  are  working  together 
in  a  private-public  partnership  to  catch  culprits,  deter  potential  con- 
artists,  and  educate  the  public  on  ways  to  protect  themselves.  The  entire 
effort  is  underwritten  by  the  insurance  industry,  including  the  salaries  of 
staff  handling  fraud  cases  within  the  Attorney  General's  Office. 


Recent  cases  under  investigation  include: 


•  Seven  Lowell  residents 
were  charged  in  October  with 
insurance  fraud  for  falsely  claiming 
injuries  from  an  automobile 
accident.   All  seven  alleged  to  be 
in  a  van  when  it  was  struck. 
Witnesses  state  the  seven  jumped 
into  the  van  after  it  was  struck. 
Each  of  the  defendants,  if  found 
guilty,  faces  up  to  two-and-one-half 
years  in  the  House  of  Corrections 
for  motor  vehicle  insurance  fraud. 

•  A  Peabody  man  pled  guilty 
in  January  to  larceny  charges  after 
he  was  accused  of  auto  insurance 
fraud  for  claiming  $7,945  in  lost 
wages  from  a  job  he  never  had.  At 
the  time  of  the  accident,  the 
defendant  was  collecting  workers' 
compensation  benefits. 


•  The  owner  and  the 
manager  of  an  autobody  shop 
pled  guilty  last  fall  to  insurance 
fraud.  They  had  been  using  the 
vehicles  brought  to  their  shop  for 
personal  use  and,  when  the 
vehicles  were  damaged  in  auto 
accidents,  claimed  the  cars 
belonged  to  the  shop  owner. 

•  In  September,  a  Boston- 
area  chiropractor  was  indicted  on 
federal  fraud  charges  for  his 
alleged  involvement  in  helping 
patients  inflate  medical  bills  so 
they  could  sue  for  pain  and 
suffering.  (Accident  victims  can 
only  sue  for  pain  and  suffering  if 
they  incur  a  minimum  of  $2,000 
in  medical  costs.) 


f     Attorney  General's  "Guide  for  Charities  Who  Fundraise 
From  the  Public 

f     Guide  for  Professional  Fundraisers 

f    Guide  for  Board  Members  of  Charitable  Organizations 

Requests  for  these  publications  should  be  directed  to:  The  Division  of 
Public  Charities,  Room  1413,  One  Ashburton  Place,  Boston,  MA  02108; 
(617)  727-2200,  or  the  Attorney  General's  Western  MA  office,  436  Dwight 
Street,  Springfield,  MA  01103;  (413)784-1240. 

*  "Give  But  Give  Wisely"  is  a  registered  trademark 
of  the  Better  Business  Bureau. 
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PREVAILING  WAGE  LAW  VIOLATIONS... 


George  O'Hara  of  South 

Dartmouth  was  found  guilty 
on  27  counts  of  failure  to  pay 
the  prevailing  wage  rate.  He 
was  ordered  to  pay  $21,009.76 
in  restitution  to  22  former 
employees  who  were  never  paid 
their  wages  in  October,  1991, 
while  working  at  George 
O'Hara  Chevrolet-Cadillac. 
O'Hara  failed  to  pay  the  restitu- 
tion and  was  faced  with  27 
warrants  for  his  arrest  before  he 
finally  complied  with  the  court 
order  and  presented  a  check  for 
the  full  restitution. 


Accurate  Paving  Co..  Inc. 
of  Watertown  was  found 
guilty  of  failing  to  pay  the 
prevailing  rate  on  sixteen 
public  works  projects 
throughout  the  Commonwealth. 
Employees  received  between 
$10  and  $15-an-hour  less  than 
the  prevailing  rate  while  per- 
forming projects  for  the 
Middlesex  Paving  Corporation 
from  June  to  December,  1993. 
Accurate  Paving  was  fined 
$3,000  and  debarred  from  public 
works  projects  for  six  months. 


A.F.B.  Forms.  Tnc..  of 

Revere  withdrew  in  December 
its  plea  of  not  guilty  of  violating 
the  prevailing  wage  law,  leaving 
in  place  the  guilty  finding  on  six 
different  counts.  Seven  em- 
ployees were  not  paid  the  state 


mandated  prevailing  wage  while 
working  as  carpenters  during  the 
construction  of  a  youth  center  in 
Cambridge.  The  defendant  was 
ordered  to  pay  a  total  of 
$17,321.72  to  the  seven  employ- 
ees and  was  automatically 
debarred  from  public  works 
projects  for  six  months. 

R..T.  Sanders.  Tnc.  of 

Rhode  Island  pied  guilty  in 

January  to  five  counts  of  failing 
to  pay  the  prevailing  wage  rate. 
Five  former  Sanders  employees 
were  paid  up  to  $10-an-hour  less 
than  the  state  mandated  prevail- 
ing wage  while  performing  heat 
and  ventilation  restoration  at 
Westport  High  School.  Sanders 
was  ordered  to  pay  restitution  to 
the  employee  who  reported  the 
violation,  fined  $3,500  and 
debarred  from  public  works 
projects  for  six  months. 


Metric  Construction 

Corporation  of  Brookline 

pled  guilty  in  October  to  one 
count  of  failing  to  pay  the 
prevailing  wage  rate.  Metric 
had  paid  an  employee  working 
on  the  West  Roxbury  District 
Courthouse  approximately  $15- 
an-hour  less  than  the  state 
mandated  prevailing  wage  rate. 
Metric  had  also  failed  to  pay  the 
victim  the  hourly  rate  for  over- 
time. Penalties  included  a 
$10,000  fine,  restitution  to  the 
victim  in  the  amount  of  $5,000, 


and  debarment  from  performing 
work  on  public  projects  for  six 
months. 


PET  CASE: 

Jamaica  Plain  Man 
convicted  of  Theft  of 
$1,284  in  Unemploy- 
ment Checks 

Patrick  J.  Harrington  was  con- 
victed by  court  jury  in  February, 
1995  on  one  count  larceny  over 
$250  and  one  count  of  forgery. 
Harrington  was  sentenced  to  two 
years  for  each  count,  suspended 
for  three  years  (serving  one), 
plus  ordered  to  pay  full  restitu- 
tion to  the  Commonwealth. 

Harrington  had  carried  out  a 
scheme  from  April  24,  1993  to 
May  14, 1993,  by  which  he 
illegally  obtained  and  cashed  two 
Department  of  Employment  and 
Training  (DET)  benefit  checks 
written  to  the  order  of  his  sister. 
At  that  time,  Harrington's  sister 
was  incarcerated,  and  thus 
unable  and  ineligible  to  receive 
DET  unemployment  benefits. 

Aware  of  his  sister's  situation, 
Harrington  forged  the  sister's 
signature  to  collect  and  cash  the 
checks. 
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Home  Improvement  Scams... 


Harshbarger  Obtains  Four  Year  Ban  on 
Home  Improvement  Contractor 

In  the  Final  Judgement  by  Agreement,  Carefree  Build- 
ing Products  and  its  president  agreed  to  a  four  year  ban 
from  woridng  in  any  capacity  in  the  home  improvement 
and  related  lending  industries  as  a  result  of  alleged 
violations  of  the  Consumer  Protection  Act  in  the  sale 
and  financing  of  home  improvement  services. 

The  president  and  his  corporation  allegedly  made 
deceptive  and  misleading  representations  to  consumers 
in  the  sale  and  financing  of  home  improvement  ser- 
vices. He  was  also  accused  of  charging  consumers 
inflated  prices  for  services  and  falsifying  financial 
information  on  loan  applications  to  lenders,  misrepre- 
senting the  borrower's  ability  to  qualify  for  home 
improvement  financing.  In  addition  to  the  ban,  the 
judge  ordered  restitution  in  the  amount  of  $75,000  for 
victimized  consumers. 


Three  Plead  Guilty  to  Cheating 
Homeowners 

The  operators  of  a  home  improvement  scam  which 
bilked  thousands  from  North  Shore  residents  pleaded 
guilty  in  January  to  charges  of  larceny  over  $250. 

The  three  set  up  their  operation  under  the  name  of 
Better  Home  Concepts.  As  such,  they  accepted  jobs 
and  received  down  payment  deposits  but  never  com- 
pleted the  work  for  which  they  were  contracted. 

Additionally,  the  three  also  arranged  for  loans  through 
Household  Finance  Corporation  in  Saugus  using  false 
information  in  order  to  obtain  the  loans. 

A  total  of  $35,866  was  taken  from  consumers.   The 
three  are  awaiting  sentencing.  At  that  time,  it  is  ex- 
pected the  judge  will  order  them  to  reimburse  their 
victims. 


Surety  Bond  Scheme  Nets  4-5 

Year  Jail  Sentence  for  Marshfield 

Insurance  Agent 

In  October,  Norman  E.  Daniel  was  sentenced  to  4-5  years  jail  after  he  pled  guilty  to  stealing  more  than 
$88,000  from  clients  in  a  fraudulent  surety  bond  scheme. 

The  scheme,  which  preyed  on  minority-  and  women-owned  businesses,  had  three  angles:  selling  bonds 
written  by  nonexistent  companies,  selling  forged  surety  bonds  of  a  legitimate  company,  and  requiring 
customers  to  post  "collateral"  for  the  bonds,  which  was  never  returned. 

Daniel,  who  stopped  doing  business  when  he  began  serving  a  federal  prison  sentence  stemming  from  the 
scheme,  had  bilked  between  $2,600  and  $20,000  from  each  of  the  victims. 

The  investigation  was  a  joint  effort  by  the  Attorney  General's  Office,  the  state  Division  of  Insurance,  and 
the  Insurance  Fraud  Bureau. 
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Five  Basic  Consumer  Tips  for  TVavelers: 


1.  Contact  agencies  that 
collect  complaints  about 
travel  companies. 

Better  Business  Bureau 
(local  chapter) 

Consumer  Complaint 

and  Information  Section 

Office  of  the  Attorney  General 

131  Tremont  Street 

Boston,  MA  02108 

(617)  727-8400 


*  the  coverage  provided  by  any 
travel  insurance  policy 

offered; 

*  the  company's  cancellation 
and  refund  policies; 

*  and,  whether  the  company  is 
bonded  or  insured  for  the 
protection  of  its  customers. 

4.  Do  business  with  out  of 
state  travel  companies  at  your 
own  risk! 


.  ♦  1 


♦♦♦  ♦♦♦  ♦♦♦  ♦♦♦  ♦♦♦  ♦♦♦  ♦♦♦  ♦♦♦  ♦♦♦  ♦♦♦ 

For  your  convenience, 

this  newsletter  is  available 

in  alternative  formats  for 

persons  with  disabilities. 

To  request  your  copy 
please  check  where 
applicable  and  mail  to  the 
following  address,  or  call: 


(617)  727-2200  ext  2674 


2.  Contact  organizations 
that  offer  information  about 
travel  services: 

American  Society  of 

Travel  Agents 

1101  King  Street,  Suite  200 

Alexandria,  VA  22314 

(704)  739-2782 

United  States  Tour 

Operators  Association 
211  East  51st  Street;  Suite  12  B 

New  York,  NY  10022 

(212)750-7371 

3.  When  inquiring  about 
travel  services,  insist  upon 
specific  information,  in 
writing,  about: 

*  the  transportation  and  accom- 
modations to  be  provided; 

*  the  identity  and  address  of  the 
supplier  of  each  travel 
service  in  a  package; 


Travel  services  offered  over  the 
phone  or  through  the  mail  often 
include  "discounts"  that  turn  out 
to  be  false.  As  a  practical 
matter,  consumers  can  hold  MA 
based  companies  accountable  to 
a  much  greater  extent  than  they 
can  out-of-state  companies. 
Additionally,  the  Attorney 
General  is  in  a  better  position  to 
compel  compliance  with  MA  law 
by  companies  that  are  actually 
located  in  the  Commonwealth. 

5.  Pay  for  all  travel  services 
with  a  credit  card.  If  a  travel 
company  fails  to  deliver  services 
paid  for,  you  may  be  able  to 
cancel  the  charges  made  to  your 
credit  card  account. 


Denise  Snyder 

Publications  Coordinator 

Office  of  the 

Attorney  General 

One  Ashburton  Plac 

20th  Floor 

Boston,  MA  02108 


Large  Print 
Audio  Tape 
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$840,000  in  Grants  Awarded  to  Local  Consumer 

and  Mediation  Programs 

Attorney  General  Scott  Harshbarger  awarded  in  December,  1994  more  than  $840,000  in  funding  to  27 
local  consumer  and  face-to-face  mediation  groups  across  the  state. 

Local  consumer  and  mediation  groups  work  with  the  Attorney  General's  office  to  mediate  consumer 
complaints,  alert  the  A.G.  to  patterns  of  unfair  or  deceptive  practices,  help  local  courts  resolve  small 
claims  matters  and  provide  community  outreach  services.  Issues  may  involve  consumer  complaints 
regarding  automobile  sales,  going-out-of-business  sales,  home  improvement  contracts,  and  sale  of  prod- 
ucts to  older  Americans,  to  name  a  few. 
Local  programs  help  the  attorney 
general's  office  reach  into  communi- 
ties to  resolve  consumer  issues.    In 
1994,  the  A.G.'s  consumer 
program's  mediation  services 
mediated  more  than  1 1,000  com- 
plaints, successfully  settling  over  80 
percent  of  them.  The  offices  in  total 
handled  80,000  consumer  inquiries. 


Programs  in  the  following  commu- 
nities received  grant  awards: 
Brookline,  Brockton,  Cam- 
bridge, Fall  River,  Fitchburg, 
Haverhill,  Hyannis, 
Lawrence,  Lowell,  Medford, 
Natick,  Newton,  North 
Weymouth,  Pittsfield,  Ply- 
mouth, Revere,  Roxbury/ 
Dorchester*,  Springfield, 
Somerville,  Waltham, 
Worcester,  as  well  as  pro- 
grams out  of  the  Franklin 
and  Norfolk  District 
Attorney's  offices. 

*  See  related  story  on  the  opening 
of  the  first  inner-city  consumer 
office,  now  located  in  Roxbury. 


Harshbarger  Opens  First 

Inner-City  Consumer  Complaint 

Program  in  Boston 


Awarding  a  $25,000  grant  from  the  Local  Consumer 
Aid  Fund  to  Freedom  House,  Inc.,  the  Attorney  General 
helped  to  open  the  first  inner-city  "Local  Consumer 
Program"  to  mediate  consumer  complaints  in  Boston. 

Opened  November  21,  1994,  The  Freedom  House 
Local  Consumer  Program  will  act  as  an  advocate  in  the 
area  of  resolving  consumer  problems  experienced  by 
residents  of  Roxbury,  Mattapan,  Dorchester,  and  Jamaica 
Plain.  Residents  will  be  able  to  call  the  program  for 
information  on  their  rights  under  state  and  federal  con- 
sumer protection  laws;  to  seek  referrals  to  appropriate 
state  agencies;  and,  to  file  consumer  complaints. 

As  one  of  19  programs  statewide,  Freedom  House 
will  also  communicate  to  the  attorney  general's  office 
possible  patterns  of  unfair  or  deceptive  business  prac- 
tices. 

Established  in  1949,  Freedom  House,  Inc.,  is  a 
non-profit  community-based  human  development  and 
advocacy  organization. 


AGenda:  Fraud 


Page  1 1 


March,  1995 


A.G.  STING  REVEALS  TICKET  PRICE  GOUGING 


In  October,  Attorney  General 
Harshbarger  announced  that  1 1 
ticket  brokers  statewide  were  to  be 
charged  with  price  gouging  follow- 
ing a  sting  operation  that  revealed 
mark-ups  on  football,  concert  and 
performing  arts  tickets.  To  date, 
two  Boston-area  brokers  have  been 
required  to  pay  penalties  of  $10,000 
and  $5,000  respectively.  The 
agents  are  Out  of  Town  Newspa- 
pers, Inc.,  of  Cambridge  and  PDR 
Associates,  Inc.,  of  Waltham,  which 
does  business  as  PATS  Ticket 
Center. 

The  two  month  sting,  which  was 
conducted  by  the  Consumer  Protec- 
tion and  Antitrust  Division  and  the 


Civil  Investigation  Division,  found 
illegal  mark-ups  on  tickets  as  high 
as  438%  on  the  face  value  of  tickets 
purchased  only  moments  before  by 
the  brokers. 

Ticket  brokers  resold  tickets  at 
dramatically  increased  prices  to 
undercover  investigators  within  20 
minutes  of  the  time  they  purchased 
them  from  other  investigators 
posing  as  consumers.  The  opera- 
tion was  conducted  in  connection 
with  six  events:  a  New  England 
Patriots  Game  at  Foxboro;  the 
Phantom  of  the  Opera  at  the  Wang 
Center,  and  concerts  by  the  Rolling 
Stones,  Grateful  Dead,  and  Eric 
Clapton. 


Under  Massachusetts  state  law, 
licensed  ticket  brokers  can  add  $2 
and  a  "service  charge"  to  the  face 
value  of  tickets.  Service  charges 
may  only  include  the  costs  directly 
related  to  obtaining  the  ticket,  such 
as  messenger  or  postal  charges. 
General  business  expenses  may  not 
be  included 

Brokers  caught  in  the  sting  received 
their  tickets  with  no  acquisition 
costs  attached;  therefore,  they  had 
no  right  to  attach  any  service 
charges  to  their  ticket  prices.  Yet, 
in  all  68  instances  where  investiga- 
tors sold  and  repurchased  the  same 
tickets  from  brokers,  investigators 
were  charged  an  average  of  two- 
and-a-half  times  face  value. 
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